
Understanding How to Break Down VAT 
in Mexico 
 
When dealing with taxes in Mexico, one of the most common challenges 
businesses and individuals face is understanding how to calculate and separate 
value-added tax, commonly known as VAT or IVA. The Spanish phrase “como 
desglosar el IVA” translates to “how to break down VAT,” and it is an essential 
concept for accurate accounting, compliance, and financial planning. By learning 
this process step by step, you can ensure that your invoices, tax returns, and 
financial statements reflect accurate amounts. 
 
What Does “Como Desglosar el IVA” Mean? 
The phrase como desglosar el IVA refers to identifying the tax portion within a 
total price or calculating the VAT to be added on top of a base price. Since VAT in 
Mexico is typically set at 16%, every sale or service subject to this tax includes 
either an amount added to the base cost or an amount embedded within the final 
total. Breaking it down is necessary to know exactly how much belongs to the 
product or service itself and how much corresponds to taxes owed to the 
government. 
 
Why Is VAT Breakdown Important? 
Correctly applying como desglosar el IVA is vital for businesses because it 
affects tax declarations and compliance with the Mexican Tax Administration 
Service (SAT). If VAT is calculated incorrectly, companies risk fines, rejected 
invoices, or unnecessary financial complications. On a practical level, breaking 
down VAT also helps buyers and sellers see how much of their payment goes 
toward taxes and how much is the net value of the product or service. 
 
Step 1: Identify If the Transaction Is Subject to VAT 
Before applying the calculation, it is crucial to know whether VAT applies. Not 
every transaction in Mexico carries this tax. Basic food items, books, and some 
medicines are exempt. Once you determine that VAT applies, you can proceed 
with the formula. 
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Step 2: Adding VAT to the Base Price 
When you know the price of a product before VAT, applying como desglosar el 
IVA is straightforward. Multiply the base price by 0.16 (for 16%) to calculate the 
VAT amount, then add this to the base price. For example, if an item costs 1,000 
pesos before VAT, the tax would be 160 pesos, and the final total would be 1,160 
pesos. 
 
Step 3: Extracting VAT from a Total Price 
Sometimes you only know the total price, including VAT. In this case, como 
desglosar el IVA involves dividing the total price by 1.16 to find the base value, 
then subtracting it from the total to identify the tax portion. For instance, if the 
total price is 1,160 pesos, dividing by 1.16 gives you 1,000 pesos as the base 
price, and the VAT is 160 pesos.You can click here to explore additional 
resources on VAT calculations. 
 
Step 4: Applying VAT in Invoices 
Mexican invoices, known as CFDIs, require a clear separation of base price and 
VAT. This is where the principle of como desglosar el IVA becomes mandatory. 
Each invoice must detail the net amount, the VAT applied, and the grand total. 
This not only ensures legal compliance but also gives transparency to customers 
and businesses alike. 
 
Step 5: Recording and Reporting VAT 
For businesses, VAT is not just about charging customers but also about 
reporting to the authorities. Companies collect VAT from customers and later pay 
it to SAT, minus the VAT they themselves paid to suppliers. By mastering como 
desglosar el IVA, businesses can accurately track credits and debits, preventing 
errors in tax declarations. 
 
Final Thoughts 
Understanding como desglosar el IVA is more than just a mathematical 
exercise—it is a key part of running a compliant and transparent business in 
Mexico. Whether you are calculating tax to add on top of a base price, extracting 
VAT from a total price, or preparing invoices for clients, breaking down VAT 
ensures accuracy at every stage. Mastering this process step by step will save 
you from costly mistakes and give you confidence in your financial management. 
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